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Neonex International is a major 
industrial corporation serving the 
consumer markets, with manu- 
facturing plants and sales offices 
located across the country. 


THE NEONEX GUIDE 
TO GROWTH 


We have made a particular effort in the de- 
sign of this year's Annual Report to more 
effectively communicate with the reader 
through the use of non-technical terms, 
simpler descriptions and concise facts. 


To be better informed on the Company's 
financial progress check the Neonex guide 
panels that appear on the following pages. 
These “guide panels” contain a brief simpli- 
fied explanation relating to the material on 
each respective page. A layman’s glossary of 
selected accounting terms has been included 
to give a fresh insight into the financial state - 
ments and notes. 


We hope that this added new dimension in 
our Annual Report communication will help 
you to better understand the Company's 
achievements and growth in 1971. 


Wilfred N. Ray, 


Director Corporate Communications. 


COMPARATIVE HIGHLIGHTS 


Key data which provides an overview of 


current operations compared to /ast year. 


For the year 
Sales 
Earnings before extraordinary loss 
Net earnings 
Capital expenditures 


Per common share 
Earnings before extraordinary loss 
Net earnings 
Dividends paid 


Year end position 
Total assets 
Working capital 
Long-term debt 
Convertible notes 
Shareholders* equity 
Employees 
Shareholders 


COVER 


. Consumers on every street corner in Canada are potential 
. customers for Neonex products sold from coast to coast. 


1971 
$146,200,000 
3,000,000 
2,800,000 
2,600,000 


43¢ 
40¢ 
5¢ 


68,800,000 
20,300,000 
7,700,000 
15,000,000 
23,700,000 
3,185 
57653 


1970 


128,200,000 

1,900,000 
(6,300,000) 

4,300,000 


27¢ 
(91¢) 
5c 


72,000,000 
15,000,000 
10,600,000 
15,000,000 
20,200,000 

3,765 

Db, 700 
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HISTORICAL SUMMARY 


Significant financial and statistical data 
indicates trends over the past five years in the 
Company's performance and financial strength. 


HISTORICAL SUMMARY (dollars in thousands except amounts per share) 


USWA. 1970 1969 LIS 


For the year 
Sales $146,200 1287200 120,800 104,000 
Earnings from continuing operations 2,900 2,800 3,700 34100 
Earnings before extraordinary items 3,000 1,900 4,600 3,900 
Net earnings 2,800 (6,300) 4,600 3,900 
Cash flow 5,200 400 TEAVO®) 5,600 
Dividends paid 300 300 300 200 
Return on equity 14% 8% 19% 19% 
Capital expenditures 2,600 4,300 4,800 2,800 


Per common share 

Earnings before extraordinary items — 
basic 
fully diluted 

Net earnings — 
basic 
fully diluted 

Cash flow 

Dividends paid 

Equity 


Year end position 
Total assets : 85,800 
Working capital ; 18,100 
Current ratio : ; 1.6 
Shareholders’ equity ‘ 26,900 
Employees . ; See 
Shareholders 4,050 
Common shares outstanding (thousands) : 6,754 


*Not available. 


Note: The above amounts have been restated for poolings of interests, discontinued operations and stock split. 


TO OUR SHAREHOLDERS 


The President's report includes brief 


highlights of the Company's results for 1977 


and objectives for the future. 


The Company made several important 
moves during the first half of 1971 to 
strengthen its financial position, includ- 
ing divesting itself of non-profitable 
and marginal operations. As a result: 


e sales from continuing operations 
rose 14% to $146 million. 

e ordinary earnings increased 63% to 

$3 million. 

ordinary earnings per share moved 

up to 43¢ compared with 27¢ 

during the previous year. 


e divisional earnings contribution in- 
creased 19% over last year. 

e working capital rose 36% to $20.3 
million. 


e current bank debt was retired at 
the end of December, 1971. 


_ Expansion 


Capital expenditures were $2.6 million 
in 1971. Our planned capital program 
for1972 is $5.5 million, with the princi- 
pal expenditures being allocated to the 
Food and Consumer Goods Divisions. 
It is anticipated 15 new outlets will be 
built in these two growth areas of the 
Company. 


First Move Into U.S. 


Our newest leisure manufacturing plant 
is at McMinnville, Oregon, 35 miles 
from Portland, where travel trailers are 
being. built for sale in the U.S. Pacific 
Northwest. This is the Company's first 


step into the United States which will 
also permit us to supply competitive 
products to our British Columbia market. 


1972 Forecast 


The Canadian economy strengthened 
during the second half of 1971. We feel 
confident that 1972 will be a good year 
and that consumer spending will con- 
tinue Its general upward trend. 


Based on our plans for 1972, we are 
optimistic that the Company will im- 
prove its position in the markets which 
it serves and will record increased sales 
and earnings. 


Corporative Executives 


~ Recent corporate executive appoint- 
> ments will serve to strengthen the or- 
ganization. Griffith M. Marshall be- 
comes Senior Vice-President. Since 
1968 he has been Vice-President of 
Finance and Administration. Fred W. 
Vanstone is appointed Vice-President 
Finance. He formerly was Deputy Gen- 


eral Manager of the Bank of British. 


Columbia. Harry B. Dunbar assumes the 
position of Vice-President Corporate 
Development. For the past four years he 
has been Assistant-to-the- President. 


Objectives 


The past two years have been a time of 
consolidation for the Company follow- 
ing a period of rapid growth. The results 
. have seen Neonex strengthen its finan- 


cial position and consolidate its activi- 
ties in five growth markets: 


FOOD 
CONSUMER GOODS 
COMMUNICATIONS 

SHELTER 
LEISURE 


We will strive to improve performance 
through the following objectives: 


e to concentrate on a strong internal 
growth program through increased 
penetration of our existing markets 
with more and newer facilities. 


e to continue to direct our efforts to- 
wards the personal disposable in- 
come segment of the economy 
where we believe the highest 
growth potential to be. 


The past year has demonstrated the 
fundamental strength and earning 
power of the Company. We are firmly 
committed to serve the consumer mar- 
kets and to participate in their future 
growth. 


James A. Pattison, 
Chairman and President. 


Billions of Dollars 
(Ratio Scale) 
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Source: Statistics Canada 


CORPORATE OFFICERS 
AND DIVISIONAL 
PRESIDENTS IN ACTION 


These men are responsible for the leadership 
and growth of the Company and its 
operating Divisions. 


_C. Stuart Mitton, President of Overwaitea. 
. John B. Austin, President of Neon Products. 


. Neonex Senior Officers in discussion are: 


(left to right) Harry B. Dunbar, Griffith M. Marshall, 
Fred W. Vanstone, Stanley F. Whittle, Guy J. 
Lewall and James A. Pattison. 


. Stanley F. Whittle, Group Vice-President. 
5. Fred W. Vanstone, (/eft) and Harry B. Dunbar, 


Officers recently appointed. 


6. S. Rex Kaufman, President of Associated 
Helicopters. 


7. Lawrence B. Eberhardt, Vice-President. 
8. Ron M. Meredith, President of ANC. 
9. George V. Hague, President of Northern Paint. 


10. Dan E. Johnsen, President of Neonex 
Housing /ndustries. 


FINANCIAL REVIEW 


A graphical and written synopsis of key 


financial data. 


To make this year’s Annual Report more 
meaningful to our shareholders and to 
facilitate interpretation of our financial 
statements, we have included for the 
first time a summary of major account- 
ing policies (page 28) and non-tech- 
nical definitions of accounting terms 
(page 22). We have also rounded all 
dollar amounts to the nearest $100,000. 


The historical financial data and charts 
include the operations of companies 
acquired as poolings of interests. All 
amounts related to businesses which 
the Company no longer operates have 
been segregated in the financial state- 
ments under the caption ‘discontinued 
operations’. This presentation empha- 
sizes the internal growth of the Com- 
pany’s continuing operations and pro- 
_ vides a meaningful comparison with 
previous years. 


Economic Climate 


There is an air of cautious optimism 
relative to the economic climate in 
Canada. A number of critical issues 
still cloud the picture such as high un- 
employment, failure to resolve balance 
of trade problems with the United 
States, lack of stated policy on foreign 
ownership, pending competition legis- 
lation and major labour contracts up for 
negotiations. The Bank of Canada, on 
the other hand, has stated Its policy ‘to 
encourage sustained economic expan- 
sion and a reduction of unemploy- 
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ment’. Despite these uncertainties, the 
pending election in the United States 
and the probability that the Canadian 
electorate also will go to the polls in 
1972, increase the likelihood of a 
strong economy even at the expense of 
longer-term problems of inflation. 


Sales and Earnings 


Sales for the year from continuing ope- 
rations were $146 million, up 14% from 
$128 million last year. Earnings before 
an extraordinary loss were $3 million or 
43¢ per share, up 63% from the $1.9 
million earnings or 27¢ per share in 
ISAO: 


The Company recorded an extraordi- 
nary loss of $200,000 or 3¢ per share In 
1971 compared with a loss of $8.2 mil- 
lion or $1.18 per share last year. 


Continuing Operations 


Earnings from continuing operations 


were $2.9 million, up $100,000 from 


1970. The cost of carrying the invest- 
ment in Maple Leaf Mills Limited was 
charged against 1971 ordinary earnings 


but the corresponding cost was in- — 


cluded in the extraordinary loss in 
1970. 


The percentage of earnings to sales was 
also adversely affected by the large pro- 
portion of the sales increase attributable 
to the Food Division which traditionally 
realizes margins which are below the 
average. Other important factors were 


increasing wage costs and the continu- 
ing general pressure on prices and mar- 
gins. 


Discontinued Operations 


During the year the Company sold sub- 
stantially all of the shares and business 
assets of its surface transportation and 
floorcovering companies and other 
minor businesses. These operations did 
not meet the Company's long term in- 
vestment criteria. The operating results 
of these businesses in 1971 appear asa 
single line on the statement of earnings. 
To provide meaningful comparisons, 
the financial statements of previous 
years have been reclassified with all 
appropriate amounts segregated under 
the caption ‘discontinued operations”. 


Financial Position 


The generation of funds from opera- 


tions and from the disposal of discon- 
tinued businesses permitted the Com- 
pany to improve significantly its finan- 
cial position. Working capital has in- 
creased to $20.3 million, up 36% from 
a year ago. Long-term debt of $7.7 mil- 
lion represents 15% of total capitaliza- 
tion at year-end, compared with $10.6 
million and 22% respectively at the end 
of 1970: 


Divisional Operations 


The divisional grouping of the Com- 
pany’s continuing operations has been 


modified because of disposals during 
1971. The principal operations of each 
of the five present divisions are shown 
on page 32 of this Report and all his- 
torical financial data have been re- 
classified where appropriate. 


The divisional sales analysis for the 
past five years shows little change in 
the relative contributions to consoli- 


dated sales. The Leisure Division has 
gradually increased its share and this 
trend is likely to continue. 


The relative contributions of divisions 
to consolidated earnings over the years 
fluctuate considerably depending on 
general economic conditions and com- 
petitive factors each year in the indust- 
ries concerned. Earnings contributions 


are before allocations of corporate costs 
and before extraordinary items and 
minority interest. 


Each division of the Company is re- 
viewed later in this Report. The per- 
formance of each division is supported 
by key financial data and illustrated by 
charts showing the trends in both sales 
and earnings. 


SALES 
| Sales of continuing operations in 1971 were up $18 
million or 14% over 1970. Of the total increase, $10 


| million is attributable to the Food Division. Sales of dis- 
/ continued operations have been excluded. 


EARNINGS BEFORE EXTRAORDINARY ITEMS 


i Earnings before extraordinary items were $3.0 million in 
| 1971 compared with $1.9 million in the preceding year. 
These amounts include earnings of discontinued opera- 
tions of $100,000 in 1971 compared with a loss of 
$900,000 in 1970. 


WORKING CAPITAL 


| Working capital was $20.3 million at year end compared 
| to $15.0 million in 1970. Current assets were $38 mil- 
lion or 2.1 times the current liabilities compared to 1.5 
| last year. 


i 


TOTAL ASSETS 


Total assets were $69 million at the end of 1971 com- 
pared with $72 million the previous year. The drop Is 
attributable to a reduction in total debt. 


| Sales (millions) 


| | 
rae ee 

87 
Eas es | 
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1970 


Earnings before extraordinary items (millions) 


| | 
| | 
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Working Capital (millions) 
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| Total Assets (millions) 


1968 1969 1970 1971 
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EARNINGS PER SHARE 


Earnings per share before extraordinary items were 43¢ 
in 1971 compared with 27¢ in 1970. The elimination of 
non-profitable operations accounted for the major por- 
tion of this increase. 


EQUITY PER SHARE 


Equity per share rose to $3.29 from $2.92 in 1970. There 
were 258,500 shares issued during 1971 under the share 
purchase plan at an average price of $3.83 per share. 


RETURN ON EQUITY 


Net earnings before extraordinary items expressed as a 
percentage of shareholders’ equity, increased to 14% in 
1971 from 8% in 1970. 


CAPITAL EXPENDITURES 


Capital expenditures of continuing operations amounted 
to $2.6 million during 1971. Asset retirements and depre- 
ciation charged against continuing operations amounted 
to $2.5 million of the funds required. The corresponding 
expenditures in 1970 were $4.3 million, with retirements 
and depreciation amounting to $2.7 million. 


The principal expenditures this year were store additions 
and renovations in the Food Division. 


DIVISIONAL EARNINGS CONTRIBUTION 


The divisional earnings contribution from continuing 
operations increased 19% to $4.0 million in 1971 from 
$3.3 million the previous year. This contribution is be- 
fore allocation of corporate costs and before extra- 
ordinary items and minority interest. 


Earnings per Share — before extraordinary items (cents) 


60¢ 59 ‘ 
43 
40 
27 
20 


1967 1968 1969 1970 1971 
Equity per Share (dollars) 3.98 
3.38 3.29 
$3.00 
2.86 ae 
2.00 
1.00 
1967 1968 1969 1970 1971 


Return on Equity (%) 
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15 
10 
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Capital Expenditures (millions) 
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DIVISIONAL SALES ($ millions) . 
197] 1968 1967 


FOOD 


COMMUNICATIONS | 
SHELTER 

LEISURE 

TOTAL 


This table summarizes the five year sales trend of each division, and the divisional contributions to con- 
solidated sales. Operating revenues have been classified with sales for each division where it is applicable. 


DIVISIONAL EARNINGS CONTRIBUTION ($ thousands) 
1971 1970 1969 1968 1967 


SHELTER 
LEISURE 
TOTAL 


This table summarizes the five year trend in earnings contribution of each division, and the divisional con- 
tribution to consolidated earnings. These earnings figures represent the earnings contribution before 
allocation of corporate costs and before extraordinary items and minority interest. 


CAPITALIZATION 


LONG-TERM DEBT 
DEFERRED CREDITS 
CONVERTIBLE NOTES 
COMMON SHARES 
RETAINED EARNINGS 
TOTAL 


Total capitalization increased to $50.7 million at the end of 1971, 
up $2.0 million from 1970. Long-term debt of $7.7 million repre- 
sents 15% of total capitalization at year-end, compared with $10.6 
million and 22% respectively at the end of 1970. 
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The largest Neonex division achieved record 
sales and earnings in 1971. Ten new stores 
are planned for 1972 in major expansion. 


1971 1970 


Amount Percent Amount 
(thousands) | of Total | (thousands) 

Sales $67,200 46% $57,200 

Earnings 1,482 37 1,365 


1967 1968 1969 1970 1971 1967 1968 


Sales and earnings of the 57 year old 
Neonex Food Division reached record 
levels in 1971. Sales were over $67 
million, up 17% over the previous year. 
Earnings were $1,482,000, up 9% as 
margins narrowed under wage and 
price pressures. 


' The Division operates 52 food markets 
throughout the Province of British Co- 
lumbia made up of 47 Overwaitea 
supermarkets and five Prairie Markets 
food discount outlets. Strategically lo- 
cated, they provide more complete 
coverage outside the Metro Vancouver 
market than any other food chain. 


During 1971, four new Overwaitea and 
two Prairie Market outlets were opened. 
Four of these new stores replaced out- 


Neonex was the first food company in 
Canada to install the compact electronic 
computer ordering system, shown in 
use in one of their 52 stores. 


Change 


Percent 


Percent 


+17% 
+ 9 


1970 1971 


grown facilities and two were estab- 
lished in new communities. In addition, 
major renovations were undertaken In 
several locations to upgrade our service 
to the public. 


The Company proposes to continue its 
expansion program with the opening of 
ten new stores in 1972 of which five 
will replace existing smaller markets. 
Major expansion and renovation will 
take place in three existing stores. 


The Neonex Food Division was the 
first in Canada to install an electronic 
ordering system which saves hundreds 
of hours of ordering time per week and 
up to four days in the delivery of stock. 
Orders placed one day are shipped the 
next to any store in the Province. 


Receiving an order of 1,400 cases in two 
minutes at the main computer bank in the 
Vancouver head-office. 


Orders are recorded onto a tape by 
sound signals and transmitted by tele- 
phone to the main computer bank at 
head-office in Greater Vancouver. This 
new ordering technique will substan- 
tially improve inventory control and 
provide much faster delivery service. 


In common with other retailing busi- 
nesses, labour costs are a very import- 
ant factor and continue to exert pres- 
sure on profit margins. 


The effective performance and dedica- 
tion of the Company’s employees is an 
important factor in the success and 
growth experienced. The management 
development program continues to 
provide top calibre people to fill key 
positions in our expanding food chain. 
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CONSUMER GOODS 


New outlets in 1977 contributed to record 
sales and higher earnings. Substantial 
expansion is planned for 1972. 


1971 1970 


Change 


Amount Percent Amount Percent 
(thousands) | of Total | (thousands) | of Total | Percent 
Sales $42,400 | 28% $36,900 29% +15% 
Earnings 947 24 709 21 +34 


1967 1968 1969 1970 1971 


Excellent results were achieved during 
1971 by the Consumer Goods Division 
as earnings rose 34% to $947,000 ona 
15% increase in sales to $42 million. 


Neonex ANC Distributor Warehouse 
Operations were expanded during the 
year with the opening of new branches 
in Calgary, Vancouver and Toronto. At 
year-end the number of Warehouses 
reached 12, and already in 1972 new 
locations have been opened in Hamil- 
ton, Lethbridge and Red Deer. We plan 
to have 20 locations open by the end 
of the year. 


During 1971 Neonex delivered over 
2% million ANC catalogues and publi- 
cations to Canadian households. The 
Company, now in its 40th year of ope- 
ration, is one of the early originators 
and leaders in catalogue sales, with 
catalogues mailed twice yearly to nearly 
one million ANC cardholders. 


The ANC catalogue contains over 
20,000 merchandise items and brings 
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1967 1968 1969 1970 1971 


the concept of distributor warehousing 
right into the homes of the Company's 


registered cardholders. The computer- 


ized mailing list has been expanded by 
25% during the year. With the introduc- 
tion of the new Canadian postal-coding 
system it will be possible for the Com- 
pany to pin-point mailings or catalogue 
deliveries to cover any specific area or 
district across Canada. 


The Consumer Goods Division con- 


tinues to stress its internal program of 


management training and develop- 
ment. The program is augmented by 
the recruitment of qualified and well- 
trained staff to meet the demands cre- 
ated by the aggressive branch exten- 
sion program. 


The magazine and music operations 
showed a substantial increase in busi- 
ness during the year. The Company has 
firmly established itself in the record 
and tape distribution field in Western 
Canada and continued growth in this 


operation is anticipated. Carnival sup- 
plies are distributed throughout Can- 
ada and volume rose substantially in 
ozs 


The Neonex paint company, Northern 
Paint had the best year in its history in 
1971. Sales of the “Norco” brand in- 
creased substantially, and good gains 
were also achieved in the private label - 


~ sales. Particularly gratifying was the 


increase in industrial sales, an area in 
which the Company is accelerating its 
sales efforts. 


Northern Paint manufactures a broad 
range of oil and latex base paints and 
wood finishes in its Winnipeg plant and 
distributes through its own outlets in 
addition to over 850 private-label 
dealers in Ontario, Manitoba, Saskat- 
chewan, Alberta and British Columbia. 


The Company retains a position in the 
floorcovering market in the Maritime 
provinces and showed improved results 
during the past year. 


Neonex plans to substantially increase its 
ANC Distributor Warehouses in 1972. 


Over 20,000 catalogue items of major 
brand names help stimulate sales. 


Neonex issued over 2% million catalogues 
to its cardholders in 1977. 


The Consumer Goods Division manage- 
ment training programs permit promotion 
from within. 


The Company recorded a large increase 
in tape and music sales in 1977. 
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COMMUNICATIONS | 


New joint venture should increase sign sales } 
and profits. Economy and strike affect 1977. 
Helicopters prepare for busy year. 


1971 1970 Change } 
Amount Percent Amount Percent at 
(thousands) | of Total | (thousands) | of Total | Percent 
Sales $14,500 10% $15,200 12% —5% 
Earnings 1,091 28 1,157 She, —0 | 
Sales (millions) F Earnings (thousands) _ ar 
: $16 — — 


14 $1,400 - ——— — 
12 1,200 — —— + 
10 1,000 — ' 
8 800 
6 600 
mo 4 400 
2 200 
1967 1968 1969 1970 1971 1967 1968 1969 1970 1971 
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The Neonex Communications Division 
faced slow economic conditions in 
the early part of 1971 with a sum- 
mer long labour strike in Vancouver and 
restrictive government legislation in the 
Province of British Columbia. The ef- 
fect reduced sales and earnings for the 
year. Fortunately however, a strong 
fourth quarter performance brought the 
year’s sales to within 5% of the record 
level achieved in 1970, and profits to 
within 6% of last year. 


The Company recently entered into an 
equal joint venture with American Sign 
and Indicator Corporation. This new 
company, Northern Visual Information 
Systems Ltd., will couple the technical 
expertise of the American partner with 
the sales force, marketing and talents of 
Our Own national organization. 
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American Sign and Indicator Corpora- 
tion is the originator and the world’s 
largest manufacturer of alternating time 
and temperature displays which they 
presently lease to over 3,000 banks and 
financial houses in the United States. 
Neon Products has had a close busi- 
ness relationship with the company 
since Its inception 20 years ago. 


Since the development of modern, 
sophisticated solid-state electronic 
equipment, AS & | has expanded into 
the total field of visual communications 
with the manufacture of such devices 
as computer-controlled message 
changers, sports timers, scoreboards, 
and spectacular digital installations. 
The joint venture will be developing a 
Canadian market in this field with 
headquarters in Toronto. 


We have continued to upgrade our out- 
door sign locations and have increased 
installations of the three-face Roto- 
vision sign. Store front renovations 
continue to generate increasing vol- 
umes of sign business. 


Associated Helicopters Ltd., which was 
one of the top revenue producers in the 
Canadian helicopter field in 1971 ex- 
perienced another record year of act- 
ivity. 

New middle-sized Jet Ranger heli- 
copters are being added to our fleet. 
This type of helicopter is capable of 
carrying a pilot and four passengers at 
speeds up to 130 mph and is well 
adapted to ambulance work in addition 
to regular operations. 


It is probable that environmental re- 
quirements will increase the potential 
for helicopter support of exploration 
and development programs in Canada’s 
remote Northern region with its deli- 
cately balanced ecology. The nature of 
the helicopter in being able to transport 
goods and services across any terrain 
without damage to the surface should 
provide a continuously growing market 
as Canadian exploration and develop- 
ment continues in the far North. 


The:helicopter company has enlarged 
its facilities at the Arctic base of Inuvik, 
N.W.T. and continues to plan for fur- 
ther growth and activity from this sup- 
ply and communications centre. Sur- 
veying, pipelining and drilling activity 
is expected to increase in 1972. With 
heavy commitments for the coming 
season, Neonex is looking forward to 
another year of full capacity operation. 


Hauling and positioning communication 
and construction equipment on top of the 
CN Tower in Edmonton. 


A new growth area is the sophisticated 
computer operated sign for city and 
highway use. 

An animated sports scoreboard insta/lation 
in Calgary. 


AY 


SHELTER 


Neonex is in a market where by 1980 
business leaders predict 40% of all new 
houses will be either factory-built or will 
include factory-built components. 


1971 1970 


Amount Percent Amount Percent 
(thousands) | of Total | (thousands) | of Total | Percent 


Change 


Sales $11,100 8% $10,600 8% +4% 
Earnings 80 2 (38) (1) — 


1967 1968 1969 1970 1971 


The Neonex Shelter Division recorded 
sales of $11.1 million during 1971, up 
4% over 1970. In the year under review, 
anticipated government support, both 
in recognition of new standards for the 
mobile home industry and the easing 
of financial rates and transportation 
restrictions, were not completely forth- 
coming. 


The Company in 1971 took measures 
to restructure its own retail outlets in 
Western Canada and to increase the 
numbers of its independent dealers. A 
new marketing policy now in force has 
enlarged the independent dealer net- 
work in the Provinces of British Colum- 
bia, Alberta, Saskatchewan and Mani- 
toba. Initial sales results, since this step 
was completed, have proven to be 
beneficial. 


To coordinate its national merchand- 
ising and advertising program, and 
strengthen the Company's image with 
the consumer, the manufacturing and 
marketing companies will operate under 
the name Neonex Housing Industries. 


18 


1967 1968 1969 1970 1971 


The Company's retail outlets will con- 
tinue to be known by the name United 
Mobile Homes. 


In the latter part of the year the Shelter 
Division made good progress in the 
manufacture of the economy line seg- 
ment of its mobile home market. New 
methods of construction and assembly 
at the plant in Calgary have been most 
successful in reducing manufacturing 
costs and enabling the Company to be 
more competitive at the retai! level. 


Neonex Housing Industries continues 
to increase its production output and 
stimulate business by supplying mobile 
homes, On a direct and exclusive sales 


basis, to developers and companies - 
who are involved in the planning and 


development of mobile home com- 
munities. 

The concept of factory-built housing, 
on a practical viable basis, is now be- 
ginning to gain in potential in Canada. 
Business leaders in this field predict 
that by 1980, 40% of all new houses 
will be either factory-built or will in- 


Neonex continues to widen its manu- 
factured products with the construction of 
factory-built housing for commercial and 
industrial accommodation. 


clude factory-built components. With 
this potential market in mind, the Com- 
pany is continuing to widen its manu- ° 
factured products with the construction 
of factory-built housing units for com- 
mercial and industrial requirements. 


The Neonex Shelter Division’s manu- 
facturing plant, one of the largest of its 
kind in Canada, has been visited during 
the past 12 months by trade missions 
and research delegations from Alaska, 
Russia and Japan, to study the Com- 
pany’s manufacturing facilities, build- 
ing expertise and export potential. 


The outlook for 1972 appears optimis- 
tic with a projected overall increase of 
18% for the industry in Canada. This, 


-combined witha reorganization of both 


the manufacturing and marketing sec- 
tions of the Company and new regula- 
tions by the Provinces of Alberta, 
Saskatchewan and Manitoba which 
now permit the highway transportation 
of 14 foot wide mobile homes, should 
result in the Division enjoying an in- 
creased share of business in 1972. 


Ae/ 


LEISURE 


The upswing in personal disposable income 
continues to increase the sales potential for the 
Company's leisure and recreational products. 


1971 1970 


Amount Percent 


= WN OO & Ci oO SI oO 


1967 1968 1969, 1970, 1971 


During 1971 sales of leisure and recrea- 
tional vehicles recovered from their 
slow 1970 performance to re-establish 
the growth pattern of previous years. 


The Neonex Leisure Division sales in- 
creased by 33% and net profits rose by 
169%. 


Plans initiated late in 1970 to integrate 
the operations of Travelaire and Triple- 
E travel trailers and Otto camping 
trailers into Neonex Leisure Products 
were successfully completed. Reorgan- 
ization of the manufacturing facilities 
brought travel trailer production closer 
to its markets, permitting more com- 
petitive selling, and in addition, dealer 
representation was substantially in- 
creased in 1971. 


Early in the year at Red Deer, Alberta, 
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Change 


Amount Percent 
(thousands) | of Total] (thousands) | of Total | Percent 
Sales $11,000 8% $8,300 6% 
Earnings 360 9 134 4 


+ 33% 
+169 


1967 1968 1969 1970 1971 


the Company completed the introduc- 
tion of a new line of semi-luxury trailers 
in five models under the trade name 
“Holidaire.”’ In the Fallof1971, Neonex 
also introduced a complete line of 
“Rustler” truck campers to be distrib- 
uted largely through truck dealers in 
Western Canada, with a view to capital- 
izing on the expanding sale of pickup 
trucks and campers for recreational 
purposes. 


To facilitate production of the full line 
of truck campers and camping trailers, 
Neonex Leisure Products (Western Re- 
gion) completed a 10,000 square foot 


plant addition in the Fall, extending its. 


Red Deer facilities to consist of three 
manufacturing plants, totalling over 
100,000 square feet on 22 acres of 
property. 


The Company recently introduced a 
complete line of Rustler’ truck campers. 


More /eisure time means more potential 
customers for our products. 


Variety of units produced by the five 
Neonex manufacturing plants in 
North America. 


Neonex travel trailers range from 14 to 
24 feet in length. 


Holidaire trailers are now in full production 
at the Company's new plant in the 
United States. 


In February, 1972, the Company ac- 
quired premises in McMinnville, Ore-: 
gon, (35 miles southwest of Portland) 
to establish a travel trailer manufactur- 
ing plant in the United States. A U.S. 
dealer organization has been created to 
merchandise the Company's products. 
In the initial stages of operation in 
1972, the facility will produce Holidaire 
travel trailers to be marketed in the 
seven Northwestern United States. This 
new manufacturing location will also 
make practical the shipment of prod- 
uct into Southern British Columbia ona 
more competitive basis than previously 
possible, 


_It is anticipated market conditions 


throughout the country during 1972 
will continue the favourable trend en- 
joyed last year. 
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Ae/ 


GLOSSARY OF SELECTED 
ACCOUNTING TERMS 


Explanations of accounting terms used in this 
Annual Report are not intended to be precise 
technical definitions. Rather, they are provided 
to assist readers to achieve a more meaningful 
understanding of the financial statements and 
of the terms as they are used in this Report. 


ACCRUALS — estimated cost of services already provided but not 
requiring payment until after the date of the balance sheet. 
AMORTIZATION — allocation of costs to accounting periods 
to which such costs apply. 

ANTIDILUTION PROVISIONS — the price to be received for 
shares issued to retire the convertible notes will reduce if shares 
are issued to others below that price. 


CAPITAL EXPENDITURES — purchases of property, plant and 
equipment (often called fixed assets). 


CONTINGENT LIABILITIES — amounts which the Company may 
be required to pay depending upon future circumstances. 


CONVERTIBLE NOTES — an obligation which may be discharged 
at the holders’ option by conversion into common shares. 


CURRENT ASSETS — amounts which will be realized in cash or 
used in the business within one year. 

CURRENT LIABILITIES — amounts which will become payable 
within one year. 

CURRENT MATURITIES — the portion of long term debt payable 
within one year. 

DEFERRED CREDITS — amounts which will be taken into future 
income as they are earned. 

DEFERRED INCOME TAXES — income taxes charged against 
earnings, which would have been payable if the Company had not 
claimed exemptions permitted under the Income Tax Act. 
DEPRECIATION — the annual charge against earnings designed 
to apportion cost of property, plant and equipment over the useful 
life of these assets. 

DIMINISHING BALANCE METHOD — a method of providing 
depreciation which results in successively smaller provisions each 
year. Higher repair costs are usually required as assets get older. 
The decreasing depreciation provision combined with increasing 
repair cost is designed to result in roughly equal annual charges 
over the asset life. 

DISCONTINUED OPERATIONS — businesses previously oper- 
ated by the Company. 

EQUITY — amounts received by the Company from the issue of 
shares plus profits retained for use in the business. 


_ year. 


EXTRAORDINARY ITEMS — profits or losses of significant size 
which do not arise from the usual business Hleeia oF the © 
Company. _ 
FLOATING CHARGE — a mortgage of those assets of the, Com- ee 
pany not subject to prior claims. - 


FULLY DILUTED — a calculation of earnings per share whi po 

assumes issuance of shares in repay of the convertible notes oe 
outstanding. oe 
GOODWILL — the amount paid to purchase an ecebies Buse 
ness which is in addition to the fair value of the individual assets 
acquired. 


INDEMNITY — the right to” recover from a guarantor. a , speci c : 
amount that the Company may be required to pay. 


LONG-TERM DEBT - — funds borrowed for peta t in n excess of 
one year. 


POOLING OF INTERESTS — a method of coe ‘in Meio 
the assets and liabilities of an oo business are recorded ee 
their historic costs. 
RECLASSIFICATION — arrangement of pete reported fig- 
ures on a comparable basis with the plese ay aden in m 
current year. 
RECOURSE — a typical method of financing the sales of moune 
homes payable over a number of years. If the purchaser defaults i in” 
payment the Company is required to take back the unit. 


REDEMPTION — repayment of a -term debt, generally prior to. 
maturity date. 

RETURN ON EQUITY — net earnings for a fiscal year divided by 
the average equity for that year. cf 
VESTED INTERESTS — rights arising prior to foal retirement 
age whereby an employee may receive a benefit at retirement 
based on Company contributions to the pension plan as well as 

his own contributions. ae 
WEIGHTED AVERAGE — the average number of shares outstand- 
ing recognizing that shares are issued at Vays times during the 


WORKING CAPITAL - — the excess of current mace over current 
liabilities. 


EARNINGS 


Summary of revenues and expenses arising 
from operations during the year. 


Neonex International Ltd. and Subsidiaries 


YEAR ENDED DECEMBER 31 


1971 
(thousands) 
Sales and revenue 
Net sales and operating revenue $146,200 
Other income 700 
146,900 
Costs and expenses 
Cost of sales and operating expenses 111,500 
Selling and administrative expenses 25,500 
Depreciation — Note 5 1,500 
Interest on long-term debt and convertible notes 1,600 
Other interest 600 
140,700 
Earnings before income taxes 6,200 
Income taxes — Note 7 3,300 
Earnings from continuing operations 2,900 
Earnings from discontinued operations — Note 2 100 
Earnings before extraordinary loss 3,000 
Extraordinary loss — Note 12 200 
Net earnings $ 2,800 
Per share data — Note 13 
Earnings before extraordinary loss A3¢ 
Net earnings 40¢ 
Cash dividends 5¢ 


1970 


128,200 
600 


128,800 
98,000 
22,000 

1,500 


1,100 
400 


123,000 
5,800 
3,000 
2,800 

(900) 
1,900 
8,200 

(6,300) 
27¢ 


(91¢) 
BC 
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BALANCE SHEET 


Summary of assets owned, amounts owing 
and shareholders’ equity. 


Neonex International Ltd. and Subsidiaries 


ASSETS 
DECEMBER 31 
1971 1970 
(thousands) 
Current assets 
Cash $ 2,100 1,300 
Investments at cost, approximating quoted value 4,000 1,600 
Receivables 9,400 10,400 
Inventories — Note 3 22,400 19.3900 
Prepaid expenses 500 500 
Discontinued operations — Note 2 4,600 
38,400 38,300 
Investments and other assets 
Receivables . 8,100 6,500 
Investments — Note 4 273,200 3,400 
Deferred charges and intangibles 3,100 2,800 
Discontinued operations — Note 2 D400 
14,400 17,800 
Property, plant, and equipment — Note 5 16,000 - 10900 


$ 68,800 72,000 


DECEMBER 31 


-$ 16,800 
1,300 


1970 


23,300 


10,600 


2,900 


4,800 
15,400 


20,200 
72,000 
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SOURCE AND APPLICATION 
OF FUNDS 


Cash obtained from operating the business 
and from other sources less amounts spent 
during the year, representing the change 
in working capital. 


Source 
Working capital from operations — Note 14 
Long-term debt issued 
Discontinued operations — Note 2 
Property, plant and equipment, less gain 
Common shares issued 
Increase in other deferred credits 
Collateral deposit realized 
Assets reclassified as current 


Application 
Property, plant and equipment 
Long-term debt reduction 
Non-current receivables 
Dividends 
Other 


Working capital 
Increase during year — Note 15 
Opening balance 


Closing balance 
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Neonex International Ltd. and Subsidiaries 


YEAR ENDED DECEMBER 31 


19/7) 


$ 5,200 
6,200 
4,800 
1,000 
1,000 

900 


19,100 


2,600 
9,100 
1,600 
300 
200 


13,800 


5,300 
15,000 


-$ 20,300 


(thousands) _ 


19/0 


400 

1,000 
(800) 

1,200 


3,000 
1,000 


6,300 | 


4,300 
3,800 
900 
300 
100 


9,400 


(3,100) 
18,100 


15,000 


es with, ‘that of the preceding year. 
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NOTES TO 


FINANCIAL STATEMENTS 


Additional information relating to certain 


amounts included in the financial statements. 


Neonex International Ltd. and Subsidiaries 


1. ACCOUNTING POLICIES 

The following summary of major accounting policies is 
presented to assist in the interpretation of the financial 
statements and other data presented In this report. 


Rounding 
All dollar amounts, except statutory information, are 
presented to the nearest $100,000. 


Principles of consolidation 
The financial statements include the accounts of the 
company and all subsidiaries. All material intercompany 
transactions are eliminated. 


Inventories 

Inventories of raw materials, work in progress, mer- 
chandise and finished goods held for sale are valued at 
the lower of average laid down cost or estimated real- 
izable value. Manufacturing supplies are included with 
raw materials. 


Leased signs 

The financing method is used to account for electric 
signs which are manufactured and leased, generally for 
a term of five years. When a sign is installed, the equiva- 
lent outright sale value of a similar sign is included in 
income and recorded as an account receivable. Manu- 
facturing costs of leased signs are Included in cost of 
sales. Related selling expenses are deferred and amor- 
tized as income is accrued. 


The excess of the aggregate monthly rental payments 
over the sale value provides for all related expenses and 
a normal profit, and is credited to income as received. 
The costs of sign maintenance and of financing lease 
contracts are charged to earnings as incurred, 


Goodwill 
When itis determined that any portion of recorded good- 
will is no longer of value, it is written off. Goodwill re- 


lated to acquisitions prior to 1971 and having an origi a. 


cost of $1,200,000 is classified with deferred charges _ 


and intangibles in the balance sheet. No portion of the — 
goodwill has been amortized as management beli \ 
that there has been no diminution in value. 


Financing costs 


Costs of obtaining long-term debt financing are deferred oa 


and amortized over the period of the financing. 


Foreign currency translation 


Convertible notes payable in U.S. currency are recorded 


at par. The difference between the par value and the 
Canadian equivalent at the date of issue Is included S 
with deferred credits. \ - 


Depreciation 
Depreciation rates are established to amortize original 2 


cost less estimated residual value over the useful life of : 7 
each asset. Depreciation on the majority of property, = 
plant and equipment is computed on the dimples tT 


balance method. _ : oe 
All material profits or losses on the Gee of probe 2 


plant and equipment are included in earnings when they — 


are realized, and the carrying value of such assets is — 


removed from the accounts. The exception to this policy 
relates to sale and leaseback of significant properties | 


when profits are deferred and amortized over the term 
of the lease. : _ 


Maintenance and repairs 
Maintenance and repairs are charged to income as in- 
curred except in the case of helicopters where provision 


is made for overhaul based on hours of use. Renewals. 


and replacements. of a routine nature are charged to 
earnings while those expenditures which improve or 
extend the useful life of assets are capitalized. 


: Income taxes 


16 company follows ¢ tax blioceron cures in re 
cording charges for i income taxes. Taxes deferred as the — 
result of claiming as deductions for tax purposes : 


amounts different from those recorded in the accounts 
harged against Current earnings and are recorded 
‘in the balance sheet as deferred income tax credits. 
These timing differences relate principally to deprecia- 
tion, sign lease revenue and deferred charges. 


Jhen management is virtually certain that a loss which. 
cannot be offset by timing differences will be applied 


against future taxable income, the estimated tax to be 
_ offset is recorded as a reduction of the loss and is in- 

cluded i in the balance sheet as a reduction of any exist- 
ng deferred tax credits. When the loss is used, the tax 
which would otherwise have been payable is charged 
~ against income and the amount previously recorded in 
the balance sheet | is reduced. 


: Discontinued operations 

_ To provide the most meaningful comparison of the cur- 
rent financial position and operating results with those 
_ of pri ior years, all amounts related to business operations 
which have been discontinued are reclassified as ‘’Dis- 
continued operations’’. Net assets of discontinued ope- 
rations are segregated between current and non-current, 
thereby not. os working capital previously re- 

ported. 


S Acquisitions S 


Most of the acquisitions made in recent years involved 
an exchange of common shares and were accounted for 
as poolings of interests. Recent acquisitions which did 
not meet the pooling of Interests criteria and those made 
_ prior to 1968 were accounted for as purchases. 

‘Under the pooling of interests method of accounting for 
acquisitions, the carrying values of the assets, liabilities 


and shareholders’ equity of the acquired companies are 
_ brought into the consolidated financial statements un- 


changed. No attempt is made to place a valuation on the 
shares issued and therefore no goodwill is recorded. 
The results of operations of acquired businesses are In- 
_cluded with those of the parent for each year presented 
“in the statement of earnings. — 


Under the purchase method of accounting for acquisi- 
tions, the excess of the price paid for a business over the 
fair value of its net assets is recorded as goodwill. The 
results of operations for purchased businesses are in- 
cluded in consolidated earnings only for the period sub- 
_ sequent to the date of acquisition. 

. The company did not make any oa acquisition 

during 1971. 


2 RECLASSIFICATION 
‘The financial statements for the year ended December 
31, 1970 have been reclassified where applicable to 


conform with the presentation used in the current year. 


_ The reclassification in the balance sheet for segregation 


of net assets a discontinued businesses is as follows: 


Non- 
Current current 
(thousands) 
Assets $ 9,300 T1000 
Liabilities 4,700 2,000 
$ 4,600 5,100 


During the year the company sold substantially all of the 
shares or business assets of its surface transportation 
and floorcovering companies and other minor busi- 
nesses. These businesses were acquired for 1,202,750 
shares and were accounted for as poolings of interests. 
The operating results of these businesses, before alloca- 
tion of corporate costs, are segregated in the statement 
of earnings. Depreciation of $300,000 was charged to 
these earnings prior to disposal; the non-current assets 
of $5,100,000 at December 31, 1970, less this deduc- 
tion, are shown as a source of funds. Sales and revenue 
of these discontinued operations to dates of disposal 
were $8,100,000 ($31,400,000 for the full year 1970). 


3. INVENTORIES 
Inventories are eee at lower of cost or net realizable 
value. 


1971 1970 
(thousands) 
Raw materials $2,700 2,500 
Work in progress 1,200 900 
Merchandise and finished goods 18,500 16,500 
$22,400 19,900 
4. INVESTMENTS 
Maple Leaf Mills Limited i ie 
213,100 (225,600 In 1970) (thousands) 
common shares, at quoted value at 
December 31, 1970 
(current quoted value $3,400,000) $ 3,100 3,300 
Other, at lower of cost or 
estimated realizable value 100 100 
S 3200. 3,400 


5. PROPERTY, PLANT AND EQUIPMENT 
Property, plant and equipment Is stated at cost less ac- 
cumulated depreciation. 


1971 1970 
(thousands) 

Land and improvements $3,800 3,300 
Buildings 9,600 10,200 
Machinery and equipment 13,000 12,000 
26,400 25,500 

Accumulated depreciation 10,400 9,600 
$16,000 15,900 
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method, except - 
t Sie: lin m 


: of the following: 


Term bank loan at prime rate plus 1%%. 
payable $1,000,000 annually 
6%% debentures, due 1980, 
payable $75,000 annually 
Mortgages at rates from 64% to 10%% - 
due at various dates to 1992 
Conditional sales agreements 
Term bank loan 


Bank indebtedness, including ibe ot ‘tstanding term 
loan, is guaranteed by subsidiaries and i issecured bythe _ 
assignment of accounts receivable, a charge on inven- 
tories and the hypothecation of certain securities. The — 
company has further agreed to deliver é floating « harge 
demand debenture on its assets. 


Long-term debt maturities are approximately $1,400,000 
for each of the four years ending December 31, 1970 


7, DEFERRED CREDITS 


Income taxes 
Rental deposits and other deferred income 
Deferred lease costs 

Unrealized foreign exchange 


Additional deferred taxes of $500,000 ($400,000 in| 


1970) have been classified with current accounts pay- ie 
able. 


Income taxes Charged to earnings include Geteree taxes 
of $600,000 (reduction of $1,800,000 in 1970). Be- 
cause of an anticipated reduction in future tax rates the | 
taxes to be offset by prior year losses have been reduced. 

by $200,000. This amount together with a prior year tax 
assessment of $100,000 is included in the deferred tax — 
provision for continuing operations. 


The unrealized foreign exchange credit represents the 
difference between the par value of the convertible 
notes and the Canadian dollar equivalent at the date of 
issue. The eventual credit to income.will depend on the 
exchange rates whe) apply when the notes are re- pha 
deemed. tained an indemnity the aie t. eg. 


700 
(1,200) 


1400) 


(8.200) 
(700) 
6,400 


(2,500) 
_ 400. 


0 1970 
_ (thousands) 

7800. 4 200. 
(4,900) _ 
. ee 
clovedtorics = : oo 2,500 500 
ee expens Sj . — 100 
(4,600) (4,700) 


(6,000) — 


“3700 © (200) 
Current maturities of long-term debt 1,100 


| (500) 
Banks — | 0000). 3,000 


(5.200) (2,900) 
$ 5.300 (3,100) 


es che the bance »f the cost is paid by 
the company. The assets of 106 plans exceed the pension 
liabilities computed by independent actuaries; the com- 
_ pany did not make a Ue to fund the “vee during 


2 17. STATUTORY INFORMATION 

The aggregate remuneration of 15 directors, as directors, 
ctors in 1970. $102,384): the 
of 8 officers, as officers, was _ 
— $311 010 (6 officers in 1970, $280 000); 5 directors 
were also officers of the company or a subsidiary and as. 
such received $264,200 (3 directors in 1970, $227,520). 
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PRINCIPAL OPERATIONS 


The five Neonex divisions consist of the 
following major companies across Canada 


FOOD DIVISION 
Overwaitea — Supermarkets. 


Prairie Markets — Discount Food Markets. 


CONSUMER GOODS DIVISION 


ANC — Distributor Warehouses; Records and Tapes 
— distribution and racking. 


Provincial News — Magazines and Paperback Books 
— wholesale distribution. 


Bazaar & Novelty — Bingo Equipment and Novelties. 


Northern Paint — Paint, Wood Finishes and Decor- 
ator Supplies — manufacture, distribution and sale. 


Imbrex Atlantic — Distribution of Hard and Soft Floor- 
coverings. 


Members of the Neonex Audit Committee discuss the 
financial statements with Senior Partners of the Company's 
auditors Peat, Marwick, Mitchell & Co. 


COMMUNICATIONS DIVISION 


Neon Products — Electrical Advertising Signs — man- 
ufacture, lease and sale; Store Front Remodelling. 


Seaboard Advertising — Poster and Bulletin Outdoor 
Advertising Displays; Silk Screen Process; Point-of- 
Sale Display Material. 


Associated Helicopters — Helicopter Contracting and 
Maintenance Services. 
LEISURE DIVISION 


Neonex Leisure Products — Travel Trailers, Truck 
Campers and Camping Trailers — manufacture, distri- 
bution and sale. 


SHELTER DIVISION 


Neonex Housing Industries—Mobile Homes; Factory- 
built Housing — manufacture, distribution and sale. 


1971 WAS A GOOD YEAR 


Ordinary 
Earnings 
Up 
63% 
Divisional 
Earnings 
Sales Up 
Up 19% 


14% 


ANNUAL MEETING 


The 1972 Annual Meeting of Shareholders of Neonex 
/nternational Ltd. will be held in Vancouver, British Columbia. 
The date and time of the meeting will be included in the 
“Notice of Meeting’ to be mailed to Shareholders. 
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Return 


Working 
Capital 
Up 
36% 


Share- 
holders’ 


NEONEX INQUIRIES 


All inquiries concerning Neonex /nternational Ltd. should be made to 
Wilfred N. Ray, Director Corporate Communications at corporate Office. 


“We are firmly committed to serve the consumer 
markets and to participate in their future growth.” 


James A. Pattison, 
Chairman and President. 


NEONEX INTERNATIONAL LTD. 
1055 WEST HASTINGS ST., VANCOUVER 1, BRITISH COLUMBIA, CANADA 
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JUIN EvsO 1974 


To Our Shareholders: 


The Company has improved its overall position during the first half 
Onna 


e sales are up 15% 
e earnings from operations are up 30% 
e working capital is up over $5 million and now stands at $20 million. 


Operating Results 


Sales were $70 million during the first half of 1971, an increase of 15% 
over the $61 million recorded by the same operations during the first 
half of 1970. Sales of the discontinued surface transportation and 
floorcovering operations are excluded from the above figures for each 
year. 


Net earnings from operations were $1,577,000 during the current 
period, up 30% over the $1,217,000 in 1970. Earnings per share were 
23 cents this year compared with 18 cents for the same six months 
of last year. 


The Company also recorded extraordinary profits of $668,000 or 9 cents 
per share during the first half of 1971, with no corresponding items 
in the same period last year. Of these profits, $166,000 arose from 
the sale of investments and $502,000 from the sale of a fixed asset by a 
discontinued operation. : 

The net earnings from operations, before extraordinary items, include a 
profit of $126,000 in 1971 from the discontinued transportation and 
floorcovering operations, Compared with a corresponding loss of 
$155,000 last year. 


Divisional Performance 

Sales and earnings of all divisions were generally satisfactory during 
the first half of 1971. The exception is the Shelter Division where 
industry overcapacity is substantial and has led to aggressive price 
competition and reduced earnings. 

Sales of the Advertising and Communications Division were down 
slightly from last year, reflecting a general volume reduction in the sign 
industry in Canada. This industry condition was accentuated by a 
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three-month shutdown at the Division’s west coast plant, caused by 
an industry-wide strike in Vancouver which was settled this month. 


The remaining divisions all recorded year-to-year sales growth, with 
the principal increases having been recorded by the Consumer Goods, 
Food Services and Leisure Time divisions. 


Financial Position 


The balance sheet at June 30, 1971 shows significant improvement 
over the position one year ago. 

The working capital of the Company stands at $20.4 million compared 
with $15.8 million a year ago. The current ratio is 2.1, up from 1.5 in 
mid 1970. 

Canadian bank loans were $3.4 million at June 30, 1971 compared 
with $12.7 million last year. Since June 30, the Company has retired 
its current bank debt. 


Long-term debt was $9.2 million at June 30, 1971, down from $13.6 
million one year ago. Long-term debt at June 30, 1971 included a U.S. 
$5.8 million term bank loan which was due in April, 1972. Subsequent 
to June 30, the Company was successful in refinancing this obligation 
over a six year term through a Canadian chartered bank. 

Capital expenditures of present operations amounted to $748,000 
during the first half of 1971 compared with $2.6 million expended by 
these same operations during the first six months of last year. 


Disposal of Operations 

The Company has now sold for cash its 50% interest in the Bigelow 
Canada carpet mill and has disposed of substantially all of its floor- 
covering distribution assets except in the Maritime Provinces. During 
the second quarter of this year, the Company also sold, primarily for 
cash, its surface transportation subsidiaries. 


Maple Leaf Mills 


The Company has now filed suit for damages of $32 million against the 
Norris Grain Company interests in respect of the aborted Maple Leaf 
Mills acquisition. While Neonex may still become involved in litigation 
with the Leitch Transport interests, U.S. legal counsel have expressed 
the opinion that should a court determine that the Company has any 
liability, such liability should then be recoverable against the Norris 
interests. 


Outlook 


Neonex will continue to pursue its primary objective to intensify its 
participation in consumer markets where we are convinced that 
significant opportunity exists for earnings and growth. 


James A. Pattison, 
Chairman and President. 


August 23, 1971. 
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Net sales 


Earnings before income taxes 

Provision for income taxes 

Earnings from continuing operations 
Earnings from discontinued operations 
Net earnings before extraordinary items 


Extraordinary items 
Continuing operations 
Discontinued operations 


Net earnings 


Earnings per share (cents) 
Earnings before extraordinary items 
Net earnings 


Fully diluted earnings per share (cents) 
Earnings before extraordinary items 
Net earnings 
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Six Months Ended June 30 


1971 


1970 


(thousands of dollars) 


$69,663 


2,097 
1,446 
1,451 

126 
1,577 


166 
502 


$ 2,245 


$60,662 


2,824 
1,452 
1,372 

(155) 
Vat 


$ 1,217 


18 
18 


Li 
17 


In the financial statements at June 30, 1971, the results and amounts of discontinued operations have been 
segregated in order to present separately the results and amounts of continuing operations. The financial statements 
at June 30, 1970 have been reclassified where applicable to conform with the presentation used in the current year. 


These statements are subject to audit and year-end adjustment. 
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SOURCE AND APPLICATION OF FUNDS 


Six Months Ended June 30 
1971 NOAG 
Source of funds (thousands of dollars) 
Operations 
Net earnings $ 2,245 2 WAH 
Depreciation and deferred charges amortized 857 700 
Deferred income tax 108 (451) 
3,210 1,466 
Sale proceeds of investments, less gain 181 — 
Sale proceeds of property, plant and equipment, 
less gain 132 358 
Long-term debt issued 295 MS 
Decrease (increase) in non-current accounts of 
discontinued operations, net 5,057 (O5ap) 
8,875 1,848 
Application of funds 
Property, plant and equipment 748 2,584 
Investments 7 723 
Long-term debt reduction (eZN7/ 343* 
Lease contracts and other 252 (11) 
Dividends paid 173 17s 
Deferred charges and intangibles 523 WHE 
Other 39 106 
3;459 4,097 
Working capital 
Increase (decrease) during period 5,416 (2,249) 
Opening balance 14,965 18,076 
Closing balance $20,381 $15,827 
* The application of funds to reduce long-term debt, as presented in the 1970 interim report, included $2,147,000 
estimated to have been payable under a proposed refinancing plan. When this refinancing was completed no 
such current payment was required; accordingly, the application has been reduced in the above statement. 
Se 


June 30, 1971 


A (thousands of dollars) 
ssets 


Current assets 


Cash Sumi 4: 
Short-term investments, at cost 


approximating market “ 86 
Accounts receivable 12,400 
Inventories, at lower of cost or 

net realizable value 21,667 
Prepaid expenses 72 
Assets of discontinued operations held for 

disposal (principally accounts receivable), 

at estimated realizable value 


Investments and other assets 
Lease contracts and other 

~ Investments 
Deferred charges and intangibles 


Property, plant and equipment, at cost 
less accumulated depreciation 


Liabilities and Shareholders’ Equity 
Current liabilities 
Banks 


Accounts payable and accruals 
Income taxes 


Long-term debt 
Deferred credits, 
Convertible notes 


Shareholders’ equity 


Common shares 
Retained earnings 
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See Notes to Financial Statements 


es LITHOGRAPHED IN CANADA 
5 eae 


Board of Directors 


Michael D. Dingman, 
President, The Equity Corporation, 
New York, New York. 


Harry B. Dunbar, C.A. 
Assistant to the Chairman, 
Neonex /nternational/ Ltd., 
Vancouver, British Columbia. 


Russell A. Dunn, 

President, Eurocan Pulp and Paper 
Co. Ltd., 

Vancouver, British Columbia. 


M. Donald Easton, 

Partner, 

Harper, Gilmour, Grey & Company, 
Vancouver, B.C. 


Lawrence B, Eberhardt, 
Vice-President, 

Neonex International Ltd., 
Vancouver, British Columbia. 


Robert W. Halliday, 
Chairman of the Board, 

U.S. Natural Resources, /nc., 
Boise, !daho. 


Mark N. Kaplan, 
Senior Partner, Burnham and Co., 
New York, New York. 


Executive Offices 


Sixteenth Floor, 
1055 West Hastings Street, 
Vancouver 1, British Columbia, 


Telephone 688-6764, Area Code 604, 


Telex 04-507616. 


Stock Listings 


Toronto and Vancouver 
Stock Exchanges, 
Over-the-Counter Market, 
New York. 


C, Stuart Mitton, 
President, Overwaitea Limited, 
Burnaby, British Columbia. 


James A. Pattison, 

Chairman of the Board, 

President and Chief Executive Officer, 
Neonex International Ltd., 

Vancouver, British Columbia. 


John M. Thompson, 
Chairman of the Board, 
Crush International Ltd., 
Toronto, Ontario. 


Neonex International is a major 
industrial corporation engaged 
in the manufacture and sale of 
consumer goods and in services 
industries. 


NEONEX INTERNATIONAL LTD. 


1055 WEST HASTINGS ST., VANCOUVER 1, BRITISH COLUMBIA, CANADA 


Additional copies of this.Interim Report 
are available by writing to: 

Wilfred N. Ray, 

Corporate Communications Department. 
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